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The primary intent of this degree paper is to assess
the viability of annexation as a means of generating new
revenue to remedy the city's depressed economic
condition. The analyst addresses the question of
whether or not annexation is a viable solution to this
problem of limited revenues facing smaller cities like
Lithonia. The analysis projects the fiscal impacts on
public costs and revenues associated with annexing the
Lithonia Industrial Park into the city limits.
The Proportional Valuation Method (PVM), developed
by Robert W. Burchell and David Listokin (1980) was used
to conduct the analysis. The PVM approach is used to
project the impact of non-residential development on
local cost and revenues. The method assigns costs
attributable to the share of the real property value
that non-residential use adds to a city's real property
tax base. The method consists of a two-step process.
The first step calculates the share of municipal
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expenditures attributable to non-residential uses. The
second step determines what portion of these non-resi-
dential costs is allocated to the incoming facility.
The findings indicate that annexation is a viable
alternative for meeting the city's goal of increasing
its revenue base. The estimated revenues that will be
generated from the annexation of the industrial park
will outweigh cost greatly. The revenue to cost ratio
is almost six to one.
The primary source of information for this study
was obtained from interviews with relevant officials.
Sources of secondary data included periodicals, relevant
books, and newspaper articles. Tax data were collected
from the Dekalb County Tax Assessor's office. Govern¬
ment documents and scholarly journals are used to
provide an overview of the available tools that may be
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INTRODUCTION
The purpose of this paper is to assess the viability
of annexation as a means of generating new revenue to
remedy the City of Lithonia's depressed economic
condition.
American small cities have long faced problems asso¬
ciated with population losses and deteriorating econo¬
mies. As middle class citizens move to the suburbs and
as shopping centers and industries join them, it becomes
increasingly difficult for small cities to raise money
to fund the services needed by their citizens. This
dwindling middle class produces strains on the city's
economy. Quick and effective remedies then become
necessary to reduce the final complications associated
with the adequate provision of public services.
A strategy traditionally employed by most small
cities and still available to some cities is
annexation. Annexation is the addition of territory to
a municipal corporation as an integral part. Generally,
it involves joining all or part of the territory of an
unincorporated, less populous, or subordinate local unit
to that of a larger unit, usually incorporated, ordering
a more complex array of municipal services. The major
-1-
-2-
purpose of annexation is to promote orderly urban
1
growth.
Annexation of adjacent territory by municipalities
is most significant in that its effect on annexed
territory is total. The jurisdictional status of
annexed territory becomes the same as that of the
annexing body. There may be delays in rendering certain
municipal services# pre-existing and nonconforming land
use may be allowed to continue# but in law and in fact#
the area annexed becomes a part of the annexing
jurisdiction. It is this total legal integration into
the annexing jurisdiction that renders municipal
annexation of contiguous territory potentially effective
as a means of dealing with many of the problems related
to contemporary metropolitan area growth. Such a
strategy works well for small cities encumbered with
limited or declining bases of public revenue. For those
cities surrounded by suburban municipalities# annexation
is a useless device. Other cities# however, by expand¬
ing their boundaries to include unincorporated suburban
_
National League of Cities# Report of the
Department of Drban Studies on Adjusting Municipal
Boundaries; Law and Practice (Washington# C.:
National League of Cities# 1985)#p. 1.
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areas, can acquire additional land, commercial/
industrial enterprises, and people, all of which may
generate new revenue to match their increased
expenditures.
Both practical and speculative questions may arise
for residents of the newly annexed territory as they
address themselves to the political processes of the
city. In turn, the municipal politician and
administrator face additional problems in the form of
more "fences” to mend, more streets to illuminate, more
"potholes" to fill, and many others which place
additional burdens on available resources. The
prevailing factor is that the problems which arise for
private citizens in the affected area and for public
officials in the annexing jurisdiction have become those
of a single unit of government.
Two questions must be considered before an assess¬
ment can be made of the utility of annexation as a
device for resolving the problems of inadequate space
and limited revenues confronting many cities. First,
how relevant is annexation to the spatial problem of
particular cities? Not all of the difficulties facing a
city are amendable to solution by adding more territory
but those relating to changes in the socio-economic
character of the city often are. Second, if annexation
-4-
of adjacent land is deemed to be the appropriate action,
what are the barriers to successful implementation of
this procedure?
Following the introduction of this paper will be a
section describing the setting. Included in this
section will be the history of Lithonia, a demographic
profile of the city, and a brief chronicle of the
internship experience. The next section states and
clearly defines the problems confronting the city.
Section four, the Review of Literature, is divided into
five subsections. The first subsection looks at small
town decline and small town problems. This section
shows that the common problem in most cases of small
town decline is the lack of a growing economy. The next
section tells about the pros and cons of annexation,
those which are relevant to the City of Lithonia.
Covered under the following subsection is the inter¬
governmental dealings that can develop between two or
more levels of government. The legal basis for
annexation in the State of Georgia is included to give
the reader an idea of the legal ramification which the
city has to consider. A methodology section which
explains the method used to analyze the problem follows
the Review of Literature. Following the methodology is
-5-
the analysis data which was used to determine the
viability of annexation.
Conclusions and recommendations will follow the
analysis. This information is presented in summary form
for review by the elected officials, businessmen, and
citizens of Lithonia. It is for those persons that this
study should be most beneficial, and hopefully it will
assist them in making decisions that will decide the
future of the City of Lithonia.
II. THE SETTING
The City of Lithonia.
History of Lithonia. The City of Lithonia, incor¬
porated in 1856, is the third oldest municipality in
DeKalb County.^ Located in southeast DeKalb County
(see map 1), Lithonia began as a small settlement at the
junction of Lawrenceville-McDonough and Decatur-Augusta
coach roads. The extension of the Georgia Railroad from
Atlanta to Augusta (through Lithonia) in 1845 encouraged
formation of the city to control trade and commerce in
the area. The first granite quarry was opened in 1879
and marked the beginning of Lithonia's primary
industry. It has continued to the present day.^
Lithonia granite has been used for monuments, decora¬
tions, road gravel, feed grit and fertilizer.'^ The
city has had a school since 1845, a church since 1848
and a library since 1907.^ Lithonia has a mayor-
council form of government.







Location; City of Lithonia
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Over the years, Lithonia remained a small city
serving as a trade center for the scattered rural
population in east DeKalb, Rockdale and Gwinnett
Counties. This status, combined with the quarrying
industries, enabled Lithonia to grow and prosper
economically. The construction of Interstate 20 south
of the city in the early 1970's opened the area to
increasing suburban growth, primarily outside the city
limits.®
Demographic Profile of Lithonia. Lithonia has an
estimated population of 2,400 and an average household
population of 2.87 persons.^ Early population growth
in the city can be attributed to its granite industry
and the Georgia Railroad which bisects the town. In
1890, the population increased by 23 percent (net;
Q
916) . A few years preceding the 1890 Census, a large
number of young men migrated to Lithonia from Scotland.
These men, paving cutters, were attracted to employment
opportunities in the granite industry.
^Ibid.
^Preliminary 1980 Census Data, U.S. Bureau of the
Census, National Decision Systems. Population-Facts-
Profile Report (Washington, D.C.: U.S. Government
Printing Office, 1981), p.l3.
®''City of Lithonia,” Lithonia, Georgia, June 1981.
(Mimeographed.)
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The city continued to grow at a moderate rate from
1890 to 1940. In 1950, the Census revealed that
Lithonia had lost sixteen persons. However, in 1970,
Lithonia experienced its largest population increase
since 1890 (73 percent over the last decade) . The
increase in population is probably a result of the
construction of Interstate 20, which lies south of the
city, and the growing number of multifamily dwellings.
Table 1 shows the growth of the city's population from
1880 to 1980.
TABLE 1
CITY OF LITHONIA POPULATION GROWTH
Year Population Net Change
1880 266 *
1890 1,182 +916
1900 1,208 + 26
1910 1,428 +220
1920 * *
1930 1,457 + 29
1940 1,554 + 97




* Data was not reported
Source: U.S. Census Bureau; 1980 Census Data.
National Decision Systems. Pooulation-Facts-Profile




The writer interned in the Mayor's Office of the
City of Lithonia, Georgia. The writer's primary task
was to collect data relating to the city's annexation
project. The writer participated in the development of
the goals and objectives relative to the early stages of
the annexation plan. Daily responsibilities included
providing technical support, increasing project
awareness, and planning and evaluating the various
methods of annexation available to the city.
The purpose of the project was to assess the
viability of annexation as a means of generating new
revenue to remedy the city's depressed economic
condition. The project consisted of two phases. Phase
One provided a general determination and outline of the
area to be annexed (see map 2). Once this determination
was made, the next step was to identify the property
owners in the designated area. Phase Two concentrated
on providing detailed information about land lots to be
annexed. Such specific information consisted of
property owners addresses, property description, values,
and zoning codes of all relative property. The data
obtained was mapped according to the map references
number, thus providing a concise overview of area to be
-11-
considered for annexation. In addition, such
information was to provide insight into annexation
planning procedures. The results obtained in both
phases were intended to permit a more accurate










III. STATEMENT OF THE PROBLEM
The problem confronting the City of Lithonia evolves
around its economic base. Because of the city's
existing political boundaries, industrial and expensive
residential developments are occurring outside in the
unincorporated areas. There are barely enough taxable
entities (i.e., commercial and industrial properties and
residential property owners) located within the city
boundaries to generate the revenues necessary to provide
the services needed by its citizens. Hence, the city is
currently functioning on a limited tax base creating a
situation of decay and decline. Lithonia has been
forced to consider annexation as an alternative means of
increasing its revenue base.
One of the many factors currently affecting the
city's economic base is the obvious absence of a middle
class population. The city center is largely composed
of elderly and low income persons heavily dependent on
public support. Another factor is the small amount of
developable land available within the city's limits.
The city is unable to expand its tax base via new devel¬
opment inside the city. As a result, there has been an
increased amount of development in the fringe area which
has caused residents of the outlying areas to rely less
-13-
-14-
on the central city for shopping and entertainment.
Still another factor affecting the city's economic base
is the fact that the city center no longer houses the
bulk of the area's population and economic activity,
therefore, lessening the measure of influence the
central city has over its environment.
The situation facing Lithonia is one which faces a
number of declining smaller cities within metropolitan
areas throughout the U.S. Thus, by addressing the
extent to which annexation is a viable alternative for
Lithonia, this paper also provides information which is
relevant to several small cities which may consider
annexation as a solution to their limited revenues.
IV. REVIEW OF RELATED LITERATURE
Small Town Decline.
Simon and Gagnon are pessimistic as they see small
towns responding differently to the "crises” of
increased urbanization:
The future is one of improvisation. Their
horizons must remain limited —for redevelop¬
ment is not only a promise but a threat to
the ideologies of small town life. They must
lose their best people and business concerns to
larger towns because of greater opportunities,
education and satisfaction there. Those who
return will be failures— or be what represents
second-best in our competitive society.9
Adams is also pessimistic that most small towns will
not reverse the major trend toward decline. However, he
identifies two factors that will stabilize or facilitate
the growth of small trade centers: (1) centralization
or the presence of specialized functions; and (2)
extra-local orientation and risk-taking on the part of
key leaders. He sketches the process of losing local
services as follows:
First professionals, then large dry goods
and specialized retail services, then dupli¬
cate business, and finally the most frequent
^William Simon and John H. Gagon, "The Decline and
Fall of the Small Town," in The Community, ed. Robert




day-to-day services demanded by the commu¬
nity and hinterland. The further a commu¬
nity goes along the path towards death, the
more difficult it appears to be to reverse
the process without outside intervention.10
In many small towns, the economic base may well be
nonexistent. Tweeten and Brinkman assert that many
small towns may only serve as bedroom communities for
workers who commute as much as thirty, forty or fifty
miles each day to their jobs.^^ The lack of basic
production does not mean that no other jobs can or do
exist. The town's economic survival may in large mea¬
sure be due to the good fortune of its location in a
healthy labor market. Therefore, in cases where small
town is analyzed, it may be wise to resort to the level
of the labor market area's basic employment and some
factor of the towns development.
Dirksen, Kuehn, and Schmidt suggest four alternative
explanations for the decline of small communities. The
first is the settlement pattern hypothesis. A community
suffering decline and poverty reflects what originally
1 o
Bert N. Adams,"The Small Trade Center: Process
and Perceptions of Growth or Decline,” in The Community,
ed. Robert Mills French (Berkeley, California: F.E.
Peacock, 1969), p. 484.
T_ T_
Luther Tweeten and George Brinkman, Micropolitan
Development; Theory and Practice of Greater Economic
Development (Ames, Iowa; Iowa State University Press,
1976), p. 328.
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happened to it years and years ago. The initial reasons
for settling in the community and the patterns of
economic and land development associated with those
reasons combine to limit the opportunities available to
the area in the future.
The second is the matrix location hypothesis.
Simply stated, this theory assumes that the further the
community is from a metropolitan center, the less
flexible the economy, the less it is able to adjust to
economic fluctuations.^^
The third is the rural ghettoization thesis which
asserts that three distinct processes combine to keep
some non-metropolitan communities from growing. These
are: (a) “intergenerational familial poverty" (the
declining community tends to be made up of families with
long histories of poverty and who, as a consequence,
lack initiative); (b) "class selective migration"
(trained and educated residents tend to leave the
community to search for jobs elsewhere in the
country, while unskilled, low income people move in to
12
■^^Gerald A. Dirksen, John Kuehn, and Joseph
Schmidt, "Consequences of Decline and Community Economic
Adjustments to It," in Communities Left Behind (Ames,
Iowa: Iowa State University Press, 1974), p. 38.
13 Ibid.
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take their place); and (c) "changes in the productivity
of economic and social institutions" (public services
are inadequately supplied, and low-wage private firms
are all that are drawn to the area).^'*
The fourth is economic base in reverse.Where
economic base theory assumes that economic growth is
some multiple of export-oriented industry, this theory
suggests that decline is related to improvements in
agricultural technology (decreasing the number of farm
laborers needed), improvements in highways and
transportation technology (increasing the possibility of
shopping and jobs, thus opening up more competition to
local businesses and employers), and increases in the
economies of scale.Thompson asserts that the
decline of small towns particularly those characterized
by chronic unemployment and low income, can be explained
by what he calls the "urban size ratchet".That is,
above a certain population size, growth becomes
^^Ibid.
^^Dirkson,Kuehn, and Schmidt, "Consequences of
Decline and Community Economic Adjustments to It,"
p. 38.
^®Ibid.
^^Wilbur Thompson, A Preface to Urban Economics.
(Baltimore: John Hopkins Press, 1965), p. 30.
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relatively self-sustaining. At least, the city will not
suffer the economic ups and downs that surround the
smaller community. Below the critical size, economic
fluctuations impact seriously on the town, causing
population losses that are proportionately unmatched for
metropolitan areas. Beale says, "the faster our
national population has grown, the faster and more
extensively our small communities have declined".^®
Thompson cites five factors which explain the
metropolitan area's apparently greater ability to
maintain economic progress. They are:
1. The larger the community, the more likely
it will be able to develop a diversified
economic base, better able to attract
other Industries and to withstand
economic down-turns;
2. Size equals political power: the larger
metropolitan areas "outmuscle" small towns
because of a greater electoral vote, and
thus receive a disproportionate share of
governmental outlays and benefits;
3. With size comes investments in sewers,
roads, and utilities; categories of social
overhead or infrastructure whose costs are
rarely absorbable except through the use of
simple technologies, at the scale of the
small town;
4. The lure of a nearby market, represented by
the large population of the urban area, is
stronger than the lure of being close to
18Calvin L. Beale, "Quantitative Dimensions of
Decline and Hability Among Rural Communities,"
Communities Left Behind (Ames, Iowa: Iowa State
University Press, 1974), p. 3.
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sources of raw materials and supply that
the small town offers; and
5. Cities are frequently more open and amena¬
ble to innovations and new ideas than small
towns. Many businessmen would rather test
out a new investment scheme in the city
rather than in a small town.
Simon and Gagnon, on the issue of decline of small
towns and the "death" or "disappearance" of smaller
villages wrote:
The land and the economy of the United States
will not support as many small towns as they
did before. It is very difficult not to see
the future as a long-drawn-out struggle for
community survival, lasting for half a century,
in which some battles may be won, but the war
will be lost. A future in which most such
town's local amenities must deteriorate, and
which there will finally be left only the aged,
inept, the very young and local power elite.19
Faguitt, however, has found that there has been more
new incorporation of non-metropolitan towns (6,802) than
dropouts (1,243) from 1900 to 1970. His studies show
that the predominant long run tendency in changing size
distribution of non-metropolitan cities and towns is one
of stability and growth. Faguitt proclaims "the town or
village is not disappearing".^'' Although many small
^^William Simon and John H. Gagnon, "The Decline




Glenn V. Faguitt, The Growth and Decline of Non-
metropolitan Cities and Villages (Madison, Wisconsin:
Center for Demography and Ecology, University of
Wisconsin, May 1976), p. 5.
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towns have declined in size in most recent decades,
there has been growth in small towns near mertopolitan
centers. Small places in remote locations also were
likely to grow if the county they were in contained
cities with populations over 10,000.
Perhaps what is being noticed most is the loss in
the number of consumer business establishments, which
have declined one-third from 1950 to 1970 in non¬
metropolitan towns with less than 2,500 people. This
has occurred while these same places increased by
one-ninth in population. Faguitt and Beale conclude
that:
Residential functions of smaller non-metro
towns are seen to have taken a contrary
overall course from their business functions.
Business decline does not preclude population
growth in an era where there are more retired
people and a greater propensity to live in one
place and work in another.21
They believe that small town population change is
affected by the size of the town, location with respect
to other towns, regional location, annexation policies.
^^Glenn V. Faguitt and Calvin Beale, Population
Changes in Non-Metropolitan Cities and Towns
(Washington, D.C.: Economic Research Services, U.S.
Department of Agriculture Economic Report No. 323, sp.
1977), p. 1.
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highway developments, and a variety of economic and
social factors.
Small Town Problems/Concerns.
A 1973 Conference on the "Future of the Small Town”
concluded that small communities "were generally unable
to support new residents whether with city services,
health care and cultural attractions, or more
fundamentally, with jobs.”^^ A detailed examination
of thirty-six small places with populations under 50,000
led to the identification of the following list of
community needs
1. Strengthened code enforcement inspection;
2. Supervised reaction programs;
3. Improved fiscal capacity;
4. Greater effort to fully utilize available
revenue sources from non-property taxes;
5. Strengthened planning process and schedule
implementation;
6. More realistic review of industrial develop¬
ment potential;
7. Increased vocational training and on-the-job
training;
22ibid.
23IIDying American Small Towns Showing Vitality and
Popularity,” New York Times. 6 November 1973, p. C24.
^^U.S. Senate Committee on Agriculture and
Forestry, Small Community Needs (Washington, D. C.:
Government Printing Office, 1970), pp. 5-6.
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8. Greater risk capital for businesses support for
housing market;
9. Improved intra-city transportation;
10. Renovated central business district;
11. More adequate housing, especially low income;
12. Extended public facilities such as city hall,
police facilities, streets, refuse disposal
facilities, sewerage treatment, and storm sewers;
13. Improved health and medical expenses;
14. Improved recreational and cultural programs;
15. Improved leadership and community involvement;
16. Improved intergovernmental arrangements and
assistance.
Small towns themselves are concerned, like people
all over the country, with violence, crime, inflation,
drug addiction, pollution, consumer protection, and
other problems common throughout the nation. Two of the
more general issues facing small towns are low income
and municipal governance.
Small towners earn substantially less than those who
live in metropolitan areas.Perhaps this is not as
serious as it indicates, as small towners may desire and
purchase less, their per unit cost for whatever they
purchase, a car, for example, is about the same if not
more. Considerably greater proportions of small
Ibid., p. 5.
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unrelated individuals, are in poverty.^® Lower
incomes result from the smaller proportion of the labor
force that is employed in white collar occupations.^^
Lower incomes, in turn, have resulted in housing
conditions that are less adequate, especially for those
in poverty.^®
According to Swanson, incorporated small towns are
not the self-sufficient local systems they once were or
once believed to be.^^ He suggests that with rising
cost for traditional governmental functions, small towns
are discovering with frequency an inability to meet
increasing demands for public services. In addition,
Swanson states that.
Other governmental levels are placing more
demands on small towns by mandating expendi¬
tures and enforcing regulations that the
communities would not have otherwise under¬
taken. He concludes by asserting that small
towns do not have available the indigenous
talents and expertise needed to understand
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Tweeten suggests that the disadvantages faced by
small towns due to "smallness" do not always condemn
them to economic decline, instability, and low standards
of living.Some small towns make good progress,
maintain prosperity and provide adequate goods and
services to met the needs of their residents. Tweeten
explains their apparent good fortune by what he identi¬
fies as three basic development strategies:
1. Focusing on the development of basic
manufacturing near appropriate markets —
and assuming that service industries will
follow in response;
2. Training and utilizing skilled workers,
recognizing that the character of the
skilled labor force has assumed greater
importance than other factors of pro¬
duction —raw materials, capital and so
on that are more mobile (amendable to
changes in location) than labor;
3. Offering concessions, such as tax abate¬
ments or high quality public services or
public investments, to lure and retain
private sector employers.32
Small towns, too often too small to qualify as
growth centers in the minds of urban planners, according
to Richardson, are frequently part of the structurally
lagging hinterland in the growth center approach to non-
Tweeten and Brinkman, Micropolitan Development:
Theory and Practice of Greater Economic Development, pp.
91-107.
32 Ibid., p. 113.
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metropolitan economic development.^^ These lagging
areas tend to stagnate with low incomes and become
tolerable at best as long as the region as a whole
manages to develop economically.
Darwent suggests that "polarized regions" can exist
at any scale, and smaller ones, polarized around smaller
centers, will tend to "nest" with larger ones.^'^
Therefore, small towns below 10,000 might be able to
serve as growth centers for hamlets and villages sur¬
rounding them, transmitting economic benefits from their
limited activities to their smaller surrounding areas.
Thompson suggests that.
If small towns are not the size and scale to
generate self-sustaining economic activity and
growth, several small towns linked by good
transportation might together form a loosely
associated labor market, and as such achieve
the scale and diversification necessary to
overcome their individual economic shortcom¬
ings. 35
According to Clavel and Goldsmith, small towns often
overlook the equity issue in economic development due to
^^Ibid.
F. Darwent, "Growth Poles and Growth Centers
in Regional Planning: A Review," in Regional Policy:
Readings in Theory and Applications, eds. John Friedmann
and William Alouso (Cambridge: MIT Press, 1975),
p. 548.
Thompson, A Preface to Urban Economics, pp.
31-35.
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the ignorance of great disparities of wealth and
resources in small towns.Despite the image of
middle class homogeneity, small towns are characterized
by great gaps between the wealthiest and poorest
residents. Boosterism is largely the province of
bankers, businessmen, and professionals in small towns
—by national standards, they may not be very wealthy
but in small towns they generally constitute the upper
crust in economic terms. That they might benefit from
local boosterism is not surprising, neither is the
invisibility of the small town poor. Clavel and
Goldsmith assert that much non-metropolitan poverty is
"hidden."
The dispersion of the essentially urban middle
class, mixed with indigenous poor populations,
raises income satieties high enough so that
even township level data often become too
coarse a sieve to satisfactorily identify
poverty, even in the income sense. The poor
live scattered through towns, or clustered in
rather small pockets that are hard to find,
should anyone even look.37
Downtown improvements may enhance the attractiveness
of shops and stores located there, but leave unattended
^®Pierre Clavel and William W. Goldsmith,
"Non-metropolitan Poverty and Community Institutions,"




the perhaps more serious problem of poverty among
elderly and other low income groups in the town. Clavel
and Goldsmith maintain that,
An equitable small town development program
should give adequate attention to the interests
of all resident groups, including those least
likely to clearly articulate their concerns,
but perhaps most seriously in need.38
Legal Basis of Annexation in Georgia.
There are four methods of annexation in Georgia, of
which only two are available to the City of Lithonia.
These methods are: (1) the passage of local legislation
through the General Assembly method, (2) the 100 percent
method, (3) the 60 percent method, and (4) the
"Municipal Initation Method" or the "Referendum Method."
The passage of local legislation through the General
Assembly method cannot be used by the City of Lithonia
because it is restricted to counties with less than
100,000 residents.The 100 percent method is also
not available to the City of Lithonia because, it too is
restricted to counties with less than 100,000
residents.
One of the two methods of annexation available
^®Ibid., p. 83.
^^Offical Constitution Georgia Annotated (28-1-14).
^®0ffical Constitution Georgia Annotated (36-36-1).
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to the city is the 60 percent method. The requirements
are set forth by the Official Constitution of Georgia
Annotated (O.C.G.A.) (35-36-20), and can be summed up as
follows:
1. TUi "application" (i.e., petition) for
annexation is submitted to the city, signed
by 60 percent of the registered voters in
the area to be annexed, and 60 percent of
the land owners (by acreage) in the area to
be annexed;
2. The city investigates the application to
determine whether it is in proper form;
3. If the application is not in proper form,
the city must notify the person submitting
it; otherwise, the city is then required to
prepare plans for the extension of services,
including water, sewer, and police, into the
area to be annexed;
4. A public hearing to discuss the plans
described above is held at a specified time,
with notice to be published in the
newspaper;
5. After the hearing, the city votes on whether
the proposed annexation is "in the best
interests" of the city, and, if so, an
appropriate annexing ordinance is adopted;
6. A complete survey of the newly-annexed land
is made and included with the newly-adopted
Annexation Ordinance, which is then filed
with the Secretary of State.41
The other method of annexation is the "Municipal
Initiation Method" or "Referendum Method." Under this
41O.C.G.A. (35-36-20).
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statue set forth by O.C.G.A. (36-36-40), the steps are;
1. The city passes a resolution stating its
intention to consider annexation, describing
the boundaries of the area to be annexed and
fixing a date for a public hearing.
2. The land to be annexed must meet two
requirements:
(a) First, it cannot be receiving both
water/sewer service and police/fire
protection from any unit of government
other than the city;
(b) Second, it must have a total population
equal to at least two (2) persons for
each acre of land to be annexed and
must be svibdivided into lots and tracts
as follows:
In short, the land to be annexed must be
"urban" in character, and cannot contain a
substantial percentage of large tracts.
Under certain limited circumstances, these
requirements can be suspended.
3. The city must prepare plans for the
extension of various services, including
police and fire protection, into the area
to be annexed;
4. A public hearing is held, and a repre¬
sentative of the city is required to
explain the plans described above,
giving interested person the opportunity
to be heard;
5. The city then issues a
to ratify or reject
the proposed annexation









6. If the annexation is approved by a majority
of the voters, the area becomes a part of
the city and the mayor is required to file
an accurate map of the annexed territory,
together with a certified copy of the annex¬
ation resolution, with the Secretary of
State.42
The referendum method is not used often because it
involves a more intricate process of application. It
may be used by any municipal corporation in Georgia.
A municipality of the State of Georgia is restricted
from annexing any unincorporated area whose water, sewer¬
age, police protection, fire protection, and garbage or
refuse collection is furnished by the county in which
the unincorporated area is located, or where the county
has included the unincorporated area in a comprehensive
zoning plan of the county without first obtaining the
approval of the governing authority of the county in
which the unincorporated area is situated. This
approval must be obtained by an official act of the
governing body of the county and must be entered into
the recorded minutes of this body. The owner of any
real property located in the county has the right to
enjoin any municipal corporation which has not obtained
'^^O.C.G.A. (36-36-40).
^^Simon and Gagnon, "Decline and Fall of the Small
Town," pp. 509-510.
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the required approval of the governing body of the
county and from which exercising municipal powers,
functions, or duties over the unincorporated area
improperly seeking annexation to the existing city
limits by an action of injunction filed in the superior
court of the county in which the proposed territory is
located. Application of the provisions of this
limitation apply only to these counties in the State of
Georgia giving a population of not less than 350,000 and
not more than 500,000 according to the United States
decennial census.^^
Intergovernmental Aspects of Annexation.
According to Robert Richman, mediation can play a
variety of roles in structuring intergovernmental negoti¬
ations.^® In his article, "Mediation in an Annexation
Dispute," Richman specifically describes a formal negoti¬
ation between a city and county over a city petition to
annex some six square miles of county land, including a
^^Ibid.
^®O.C.G.A. (36-36-41).
^®Robert Richman, "Mediation in an Annexation
Dispute," in Successful Negotiations in Local
Government. eds. N.A. Huelsberg and W.F. Lincoln
(Washington, D.C.; International City Management
Association, 1985), pp. 168-178.
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commercial center, the only regional shopping mall, an
industrial park, and several thousand county residents.
Organized by an independent mediator, the negotiations
spanned three months and led to a comprehensive
settlement which was ultimately approved by the courts.
Lengthy intergovernmental litigation was avoided and a
settlement was worked out that went considerably beyond
the narrowly framed issues usually presented to the
state boundary commission for fact finding and to
special annexation court for adjudication.'*^ Richman
concludes the article by implying that a complex
negotiation is best viewed as a process that evolves in
a sequence of separate developmental phases, the author
stresses, noting in this instance five phases: (1)
exploration of positions; (2) competing proposals and
counter proposals; (3) break through into a
problem-solving mode; (4) competitive bargaining on
secondary issues; and (5) development of an agreement in
. 4.ft
the form of a detailed contract.
Focusing on annexation as an important factor in the
growth of American cities, Richard D. Thomas argues this
48 Ibid.
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to be the case in many southern and western cities.^®
He further states that turf politics has figured
prominently in the structural development of most
metropolitan areas in the United States. Studying
annexation policies in the Houston metropolitan area,
Thomas detailed the dynamics of local government
negotiations. Divisions of the local landscape are
largely determined through negotiations and bargains
among local citizens and their representatives. He
contends, however, that several complicating factors can
make local bargains unstable and draw other institutions
and governments, such as states, into the bargaining
process, thereby adding a further intergovernmental
dimension to local territoriality and requiring accommo¬
dations of wider interest. One could conclude that
although state and federal governments may become
involved in annexation decisions, the localities are
still very much in control of the negotiations.
According to Krohe, proponents argue that unincor¬
porated territory on the fringes of municipalities cause
tax inequities, haphazard land uses, and ignored
economics of scale for many services. Dissenters
AO
Richard D. Thomas, "Metropolitan Structural
Development: The Territorial Imperative," Publius: The
Journal of Federalism 14 (Spring 1984): 83-115.
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suggest that overlapping jurisdictions for various
services could handle those where scale economies
exist. Krohe went further to say that annexation would
just produce new "fringe", causing cities to become
larger, and that argments about efficiency disguise
political struggles.
James A. Wilson and Edward C. Smith address another
problem of annexation: double taxation as "taxing the
residents of one local jurisdiction to provide goods and
services of an overlapping local jurisdiction"; the
authors examine and evaluate taxation systems in Auburn,
Opelika, and Lee counties in Alabama.The area was
selected because of "extraterritorial" taxing powers
exercised by the cities of Auburn and Opelika on
non-residents to pay for services in these cities.
After discussing the environments —sociopolitical,
legal and analytical— of double taxation, the authors
examined the policies and procedures governing taxation
of the three counties, then reviewed several solutions,
characterized as financial, structural, and adversary.
^^Jarnes Krohe, Jr., "Annexing Fringe Areas—Is it
Worth It," Illinois Issues (January 1979): 27.
^^James A. Wilson and Edward C. Smith, Double
Taxation: Issues. Analysis and Alaternatives for
Alabama (Auburn, Alabama: Auburn University, 1984),
p. 14.
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In evaluating the situation, the authors emphasized
throughout the need to approach the issues factually
rather than emotionally.
Fiscal Impacts of Annexation.
In a case study of Richmond, Virginia, Muller and
Dawson discuss the fiscal impacts of annexation. The
authors begin by noting that annexation by central
cities of their suburbs accounted for 98 percent of the
population growth of central cities between 1960 and
1970.^^ In July 1969, Richmond, Virginia, annexed
twenty-three square miles of neighboring Chesterfield
County, paying the county compensation of nearly $8
million.An estimation of the fiscal impact of the
annexation, based on 1971 data, was made. Expenditures
for both areas of the city were found to be slightly
below revenues, implying a surplus. Expenditures, on a
per capita basis, are 30 percent lower in the annexed
area than in the old city, $239 compared to $343. Per
capita revenues are 4 percent higher in the annexed
area, $337 compared to $334. As a result, the annexed
Thomas Muller and Grace Dawson, The Impact of
Annexation on City Finances: A Case Study in Richmond.




area shows a fiscal surplus of about $4.6 million.
Muller and Dawson claim that the primary factor causing
the surplus was lower operating expenditures for most
public services in the annexed area. They believed that
in the future, revenue on a per capita basis from the
old city can be expected to continue to be somewhat
below the annexed area average, although the gap may be
reduced.
George J. Miller reports that in an attempt to
broaden their tax base, communities in Los Angeles
County, have attempted to annex nearby suburbs.
This book documents and dissects this process through
case studies of communities in Los Angeles County. For
example. Miller traces the incorporation of "Lakewood
Plan” cities, municipalities which contract with the
county for the provision of basic (which is to say
minimal) services. The plan takes its name from the
community of Lakewood, which was incorporated in 1954.
The author points out that the settlers of these
communities voted "with their feet" for lower taxes,
lower levels of government spending on welfare and other
5^Ibid.
J. Miller, Cities bv Contract; The Politics
of Incorporation (Cambridge, Massachusetts: MIT Press,
1981), p. 4.
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social services, and a lower degree of bureaucratic
intrusion into their affairs a generation before, but
much the same as California voters statewide expressed
the same desires and objectives when they passed
Proposition 13.^®
E. B. Herzik assessed the fiscal consequences of
municipal annexation within the framework of urban
administrative decision making.The findings from a
survey of the mayors of 103 cities in the south with
over 50,000 population indicate that urban policy
makers are most likely to view annexation in terms of
its fiscal effect. Hence, annexation is considered to
be an important and useful tool in urban financial
management. Many cities, however, fail to adequately
analyze their annexation decisions.^®
Charleston, West Virginia is another city in which
urban development has expanded beyond the legal limits
of the municipality. At the time of a 1958 study by
John Snaden, none of Charleston's fringe areas had been
incorporated as cities, so it was possible for
^®Ibid., P. 17.
^^E. B. Herzik, "Projecting the Fiscal Impact of




Charleston to consider the feasibility of an annexation
program. In 1940, the city had a population of 67,914
and by 1950 it had risen to 73,501, resulting in an
increase of 5,597 for the ten year period.^® During
this decade several areas were annexed, including a
tract called Chandler's Branch with 975 person, and
North Charleston with 2,662 persons.Snaden
conducted a study of the Charleston area, defining and
delimiting the fringe areas, making an inventory and
analyses of the uses of the land in the areas of
residential neighborhoods and commercial districts, so
as to determine which parts should be annexed to provide
the greatest benefits. His findings revealed that if
the proposed areas were annexed, it would add 12.5
square miles to the city and nearly 12,000 people, with
yearly city expenditures exceeding incomes by
$35,558,000, which according to the city officials, was
not excessive. However, Snaden reveals that the major
industrial-commercial districts were not included; had
they been, the excess of expense over income for the
^^John W. Snaden, A Study in Land Use (Ann Arbor,
Michigan: University Microfilms, Inc., 1958), p. 2.
®°Ibid.
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The City of Rome, Georgia is also a case of success¬
ful annexation. The city has been successful in that it
accepted sixty-two annexation petitions during the year
1984 and thereby added 371.6 acres to its land area and
over $2.3 million to its tax digest.®^ During the
first four months of 1985, thirty-four annexations had
added over fifty-three acres to Rome's city limits.®^
Rome, Georgia officials have said that if unincorporated
area property owners "want in," the city will make
arrangements to annex their property into the city
limits. The city has clearly demonstrated to residents
in outlying unincorporated areas that it is in their
best interest financially, to live within the city
limits.
The City of East Point, Georgia annexed 150 acres of
land in order to open parcels farther out Camp Creek
Parkway. As expressed in a letter from City Manager
Joseph Johnson, the acquisition of the 150 acres cost
sixteen thousand dollars per acre plus interest on a 6.5
percent loan, making the total cost $2,400,000 plus
®^Ibid.
fzn
"The City of Rome Experiences Successful Annex¬
ation Program," Urban Georgia 35 (June 1985) : 15.
®^Ibid.
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interest.®^ The city bought the land as a maneuver
to open land further west to annexation.
East Point needed to annex property along Camp Creek
Parkway in order to expend its prospects for industrial
growth. Annexation was needed in order for the city to
grow. Locked in on three sides by College Park,
Hapeville and Atlanta, the city limits have become fully
developed and the only direction in which the city can
seek commercial and industrial development is west¬
ward.®^ The Camp Creek Parkway land is said to be
prime land for growth because it is in a direct route to
Hartsfield International Airport, and the parkway's
interchange with 1-285 is one of the busiest in
metropolitan Atlanta. The city plans to annex its way
to the Chattahoochee River in order to improve its
prospects for development and increase its tax base.®®
The Politics of Annexation.
According to Vincent L. Marando, metropolitan
reorganization referenda have failed by two-to-one, yet
reorganization has been a continuous concern in many
®^Dave Hamrick, "Second Step in Annexation Plan is




areas.®^ Opposition always develops, and approaches
used to communicate reorganization information to the
public have not been notably successful. Conditions and
circumstances unique to a specific reorganization have a
substantial or even a determining effect upon voter
reaction. Annexation has not been adequately examined
as a serious reorganization option.®® It is an
extremely flexible tool both in terms of the extent of
reorganization and of ideology. Councils of governments
have emerged as the most politically feasible form of
metropolitan reorganization.®® The increase in their
number has primarily been responsive to federal legisla-
tion emphasizing metropolitan decision-making. '
The City of Augusta, Georgia has also seen recent
success its efforts to annex incorporated areas into the
city limits. The Augusta City Council annexed ten areas
containing some seventeen hundred acres and
®^Vincent L. Marando, "The Politics of Metro¬






approximately four hundred people.This was the
largest annexation in more than thirty years and
increased the city's total acreage by approximately 20
percent.
Currently, the city is using the 60 percent method
and has achieved notable results. The 60 percent method
requires that the owners of 60 percent of the land area
by acreage must sign a petition as well as 60 percent of
the resident registered voters. The successful annex¬
ations can be attributed to the efforts of the Office of
Annexation which was established at the direction of
Mayor Charles DeVanney in March 1985.^^ The annex¬
ation office is responsible for twelve annexation
applications passed by the city council together with
two pending and another two applications due to be
submitted to the council in the near future.The
establishment of this annexation office has proved
beneficial to the City of Augusta in its annexation
attempts.
^^"City of Augusta Implements Successful






Mushkatel, Wilson, and Mushkatel stated that,
Annexation may threaten residents^ ability
to control growth and development of their
community. In addition, residents fear an
increase in their property rates. Annexed
residents who are opposed to annexation
may remain 'loyal to their neighborhood,
exit from the community or use voice with
city hall'.75
In 1963, Eugene, Oregon, annexed eleven thousand acres
of land and 10,500 people in the Bethel area, which had
a low tax rate and very poor services.^® The Bethel
area, faced with a choice of higher taxes and better
services, eventually decided in favor of improved
services but the annexation referendum passed with only
77
52 percent of the votes. The low socioeconomic
characteristics of the area imply that the exit option
was not a viable alternative for many residents. By
voting against several city revenue measures, the
residents caused a decrease in the total possible city
operating revenues. By combining the cost of sewer
installation and the revenue lost at the polls, the city
shows a deficit of $1,800,564, although this is said to
^^Alvin H. Mushkatel, L.A. Wilson, II, and Linda
G. Mushkatel, "A Model of Citizen Response to Annex¬




be a short-term loss. ° However, it is believed that
once the cost of sewers are absorbed, the city will then
begin to benefit from overall revenue gains.
Author Lanny McKay wrote that towns often find
opposition from residents in areas they are attempting
to annex. The City of Clarksdale, Mississippi
experienced such opposition from its residents. Such
opposition called for a ruling by the state Supreme
Court.Mckay stated that residents have the right
to object to annexation since it often "signals the end
of ruralia and the beginning of urbania" and is
sometimes accompanied by higher taxes.®® McKay feels
that towns should avoid irresponsible and piecemeal
annexations and should concentrate more on broader
schemes.
According to Murphy, the City of Richmond, Virginia
experienced annexation on a racial movitational basis.
In 1970, the City of Richmond annexed twenty-three
square miles of Chesterfield County. The annexation
raised questions of cost benefit, as well as whether the
objective was to prevent the black population from
"^^Ibid., p. 151.
^®Lanny P. McKay, "Small Town Annexation: A Plan¬
ner's View," Small Town (March/April 1981): 15.
®°Ibid.
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gaining political control of the city's government.
Black political power grew in Richmond in the 1960's,
both in absolute numbers and in its ability to deliver
votes and elect councilmen. Murphy stated that such
actions were taken because of the 1970 election that
would enable blacks to have the opportunity to gain
control of the city. The city council, using the
State of Virginia's judicial annexation process, voted
to annex twenty-three square miles of Chesterfield
County, which included fifty thousand residents, 97
percent of whom were white.Such annexation
procedures would have the effect of reducing the black
population from 52 percent to 42 percent for the 1970
election, leaving black citizen groups no other choice
but to seek a court reversal.®^
®^Thomas P. Murphy, "Race-Base Accounting Assign¬
ing the Costs and Benefits of Racially Motivated Annex¬
ation," Urban Affairs Quarterly 14 (December 1978): 170.
82 Ibid., p. 173.
V. METHODOLOGY
The Proportional Valuation Method (PVM) developed by
Burchell and Listokin was used to conduct the analysis.
PVM is an average costing approach used to project the
impact of non-residential development on local costs and
revenues. PVM assigns costs that are attributed to the
share of the real property tax base. The method assigns
a share of solely municipal costs to the incoming
facility based on the facility's proportion of total
real property value. The method employs a two-step
process to assign a share of municipal costs to the new
facility. First, a share of total municipal costs is
assigned to all non-residential uses. Second, a portion
of these non-residential costs is allocated to the new
facility.
There are several other methods of fiscal impact
analysis that could be used, PVM, however was chosen
because it is a quick and easy procedure for determining
the fiscal impact of annexing a non-residential
facility. The territory to be annexed consists of light
to heavy industrial uses and warehousing, and is
exclusive of residential uses. The reader must be
-47-
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reminded that the city's purpose for annexing the
additional land is to increase its revenue base. The
other methods were not chosen because they are more
concerned with the impact of population change on costs
and revenues rather than the impact of development.
Population change is not a factor in this study, because
the city's population will not be affected by the
annexation of this non-residential complex. Also, PVM
is used only in evaluating the fiscal impact of
non-residential (commercial or industrial) facilities.
PVM assumes that the value of the city's property
represents shares of municipal costs. According to the
procedures of the method, the direction of the cost
assigment procedure is relatively accurate; however, as
the value of non-residential property significantly
differs from the average value of existing local
property, the direct proportion assignment of costss
tends either to overstate or understate the amount of
costs that should actually be assigned to the facility.
Therefore, the method provides a refinement coefficient
to compensate for this over or understatement of costs,
and to modify the direct proportional relationship in
the allocation of municipal costs. The proportional
technique assumes that a share of costs is assigned to a
development in proportion to that development's share
-49-
of the city's property value.
Primary and Secondary Data.
The writer utilized primary and secondary data col¬
lection techniques to gather data required for this
analysis. Primary data collection consisted of
open-ended interviews. Interviews with relevant
officials were used when the writer sought personal
views and clarification on documented information. The
principal individuals interviewed were: the Mayor of
Lithonia, John Robins; former Mayor of Lithonia, Allison
Veneble; and Atlanta University Associate Professor of
Management, Thomas Neil. These individuals were
selected inasmuch as they maintained sustained attention
to the Annexation Project of Lithonia. The open-ended
format was used in interviewing.
Secondary data were obtained from library sources.
These included periodicals, relevant books, and news¬
paper articles. Information from these sources has
helped to clarify and provide additional perspective on
information obtained from the interviews. Tax data were
collected from the Dekalb County Tax Assessor's Office.
Government documents and scholarly journals were used to
provide an overview of the available tools that may be
used to promote economic development.
V. ANALYSIS OF THE PROBLEM
This section presents the writer's analysis to
determine whether or not annexation is a viable solution
to solving the problem of limited revenue facing the
City of Lithonia. A cost revenue analysis is used to
determine the difference between the cost of providing
municipal services required by the annexation of the
industrial park and the expected revenue to be generat¬
ed. Also presented in this section is a profile of
Lithonia's current situation, and a discussion of the
proposed area to be annexed.
Profile of Lithonia and
It's Surrounding Area.
Population and Income Data. Noticeably absent from
the central City of Lithonia is an abundance of those
talents possessed by upwardly-mobile elements of the
middle class. There is an obvious inexistence of a
middle class population in the city limits of Lithonia.
The 1974 per capita income for the City of Lithonia was
$4,312.®^ The average family income for the census
Q O
°'’U.S. Department of Commerce, Bureau of the
Census, Current Population Reports. Population Estimates
and Projections. 1974 p.26.
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tract area (233) was $20,439.®^
Existing Land Use Profile. Land usage in the City
of Lithonia is very limited. At present approximately
44 percent of the land in the city's limits is used for
residential purposes, with a large percentage of the
housing units provided by government sources. Public
and federally assisted housing in Lithonia constitutes
43 percent (373 units) of the total housing units in the
city. The majority of these are on scattered sites, or
(dispersed) duplexes. One hundred of the 373 units are
section 23 leased, seventy-five are conventional, 164
are Section 8 (government subsidized) and 206 are
Section 236.®^
There is a total of 7,553 housing units in the
Lithonia census area (see Table 2) including the city
and five census tracts. This total is 4 percent of the
total housing units in DeKalb County (181,044), yet the
household size of the market area (2.87) is 11 percent
higher than the average for the county (2.76).®®
®^1980 Census Data, National Decision Systems.
Population-Facts-Profile Report. 1981 (Washington,
D.C.: Government Printing Office, 1981), p. 70.
®®"City of Lithonia Community Development,”
Lithonia, Georgia, 1981. (Mimeographed.)
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Source: City of Lithonia Mayor^s Office, DeKalb
County Planning Department Field Surveys Report, 1980,
p. 16.
Public and governmental land uses are primarily
concentrated in five large land parcels comprising pub¬
lic housing, recreation and educational uses east and
west of the city center, two of which extend beyond the
town limits. Other governmental land uses are located
along Main Street in one building, one storefront (City
Hall, etc.) and on three parcels due west of the city
center (U.S. Post Office, library and swimming pool).
Because of the city's lack of available developable
vacant land (see Table 3), the city has been unable to
attract middle class residential development similar to
that which is going on in its fringe area. This insuffi¬
ciency of available land has hampered industrial develop¬
ment also, and is evidenced by the fact that industrial
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land uses are located almost exclusively outside the
city's limits.
TABLE 3
EXISTING LAND USE CHART
CITY OF LITHONIA-1980
Percent of
Land Use Acreage Total Acreage
Single Family Residential 150.0 32.5%
Roads and Streets* 147.3 31.9%
Multifamily Residential 36.0 7.8%
Commercial 26.5 5.7%
School 23.5 5.0%
Railroad Right-of-way 23.0 5.0%
Parks and Recreation 16.0 3.4%
Churches/Cemeteries 15.0 3.3%
Two Family Residential 7.0 1.5%
Government 5.5 1.2%
Office-Professional 5.2 1.1%





Source: Dekalb County Planning Department Field
Surveys, 1980.
The present Mayor believes that additional land
improvements and people generated by boundary expansion
could produce the revenue necessary to pay for increas¬
ing expenditures brought about by the city's growing low
-54“




Area to be Annexed.
Lithonia hopes to annex Lithonia Industrial Park to
its existing boundaries. This industrial facility con¬
sists of 954 acres on approximately 1.5 square miles.
This area is 50 percent larger than the current munici¬
pal boundaries. The land usage in the area is primarily
warehousing and heavy industrial. The only exception is
a restaurant located on one of the parcels within the
industrial park. More than 60 percent of the total land
uses in the industrial park is manufacturing and heavy
industry, with the remainder being used for warehousing
and light industrial purposes. Located adjacent to the
city's northwestern tip is a fully developed industrial
park. The facility has a well defined system of roads
and railroad connections. Lithonia Industrial
Boulevard, which is the main through-way, runs north to
south, connecting the industrial park to interstate 20
on the south and Stone Mountain-Lithonia road on the
north. The Seaboard Systems Railway runs through the
®^Interview with Mayor John Robins, City of
Lithonia, Georgia, February 1986.
-55-
center of the facility with several connectors to
warehouses and manufacturing plants.
Cost Revenue Analysis.
Financial Data for the City of Lithonia. The first
step in the analysis process was to obtain local
financial data from the city. Information collected con¬
sisted of the fiscal year 1986-87 operating expendi¬
tures, the total value of all assessed property in the
city, the total number of land parcels for which taxes
are assessed, the total value of all nonresidential
property for which taxes are assessed, the total number
of non-residential land parcels for which taxes are
assessed and the market value of the territory to be
annexed (see Table 4).
To ensure that a common base was used to express
value, the methodology required that assessed values of
properties be converted to equalized values, which meant
that assessed values of properties would be converted
back to their true (market) values. The assessed value
of a given property is 40 percent of the market value,
and assessed value multiplied by 2.5 is equivalent to
the equalized value. The appropriate figures in Table 4
have already been converted to their true market values
and are reported as they are recorded by the City of
-56-
TABLE 4
LITHONIA'S LOCAL FINANCIAL DATA FOR IMPLEMENTATION
OF THE PROPORTIONAL VALUATION METHOD
* 1. Municipal annual operating
expenditures $ 477,350
2. Total local equalized real
property value 41,176,125
* 3. Total number of land parcels
4. Total non-residential equalized
real property value
* 5. Total number of non-residential
land parcels
6. Average equalized real property





7. Average non-residential equalized
real property value per parcel (4/5) 126,843
** 8. Real Property (market) value of the
Lithonia Industrial Park (LIP) 32,302,217
9. Equalized real property value
average non-residential parcel to
average local parcel (7/6) 1.9
10. Real property value of LIP to
average non-residential real
property value (8/7) 254.6
Source: Data obtained from the following sources:
♦Figures obtained from the "City of Lithonia,"
Lithonia, Georgia, February 1987.
♦♦Figures obtained from "Dekalb County Tax
Assessor's Office," Dekalb County Georgia,
February 1987.
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Lithonia and the DeKalb County Tax Assessor's Office
respectively.
Portion of Existing Municipal Expenditures Assign¬
able to Total Non-Residential Use. The next step in the
method is to determine the proportion of municipal
expenditures that are assignable to the non-residential
section of the city. This method assumes that costs can
be allocated based on the proportion of non-residential
value to total local real property value. For example,
a share of all municipal costs is assigned to the
non-residential section of Lithonia in this analysis.
First, the city's non-residential equalized property
value is divided by the total local equalized real
property value to derive the simple proportion of
non-residential value to total local real property value
(see Figure 1).
Figure 1: Proportion of Non-residential Value
Non-residential Equalized
Real Property Value OR 13.191.585 =
Total Local Equalized 41,176,125
Real Property Value
Simple Proportion of Non-
residential to Total Local
Real Property Value OR 0.320
Source: Data complied by writer.
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The above calculation yields the simple proportion
(0.320) of non-residential to total local real property
value.
The next step required that the average value of the
non-residential property to the average value of local
real property be calculated (see Table 4, item 9). The
relationship is derived by dividing non-residential
equalized real property value by the number of non-
residential land parcels and total real property value
by the total number of land parcels. The two
quotientsare then divided by each other. The results
show that on an average basis, a parcel of
non-residential property is 1.9 times more valuable than
the average local property.
The analyst then selected a refinement coefficient.
A refinement coefficient is a number used to make more
accurate the quantity of a given substance. The refine¬
ment coefficient is used because the ratio of
non-residential property value on an average basis, to
average local real property value, assigns an
insufficient share of municipal costs to the non-
residential facility. The method states that if the
refinement coefficient is not used, the assignable costs
to the facility tend to be either overstated or
understated.
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The refinement coefficients were developed for use
in the method to scale down projected impact when new
non-residential facilities are significantly larger than
the average local non-residential facility, which
applies in this case, and to scale up projected impact
when they are significantly smaller than the average.
An illustration of the coefficients are shown in Figure
2.
There are two bands (curves) shown in Figure 2.
They represent the upper and lower bands of a third
curve. The upper and lower bands of this third curveare
used because the method states that it is more efficient
to assign a share of costs to the non-residential sector
and then a component of these costs to the facility
being examined. The upper band represents the average
non-residential to the average local real property value
and the lower band represents the facilities^ real
property value to average non-residential real property
value. The X (horizontal) axis shows the relationship
between valuation of properties. The Y (vertical) axis
is where the refinement coefficient is located and it is
horizontally opposite the intersection of the
relationship between valuation of properties and the
appropriate upper or lower band.
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Figure 2: Refinement Coefficients (Average Non-Residential
to Average Local Property
Source: Robert W. Burchell and David Listokin, eds. ,
The Fiscal Impact Handbook (New Brunswick: Center for
Urban Policy Research, 1980), p. 124.
Case Studies of Non-Residential Impact, Rutgers
University, Spring 1977.
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To select the refinement coefficient so that the
costs assigned to the non-residential sector of the city
are nearly accurate, the valuation, 1.9 (see Table 4,
item 9), which is the average value of non-residential
property, to the average value of local real property,
is found on the X-axis and then located on the upper
band ultimately used to depict a refinement coefficient
from the Y-axis. The refinement coefficient was found
on the Y-axis to be 1.65, at a point horizontally
opposite the intersection of the relationship between
valuation of properties (1.9) and the upper band (see
Figure 2).
Finally, the refinement coefficient is applied to
the simple proportion of value and total local municipal
expenditures. Thus, a percentage share of total
municipal operating costs is assigned to aggregate local
non-residential uses (see Figure 3).
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$477,350 X 0.320 X 1.65
Total Existing Municipal Expenditures
Attributable to Non-Residential Uses OR $252,041
Source: Data compiled by writer.
The illustration above shows that in order to deter¬
mine the municipal costs assignable to non-residential
uses, one must multiply expenditures by the proportion
of value between non-residential and total local real
property value and by the refinement coefficient.
Results show that costs attributable to non-residential
uses total $252,041 out of the city's total operating
expenditures of $477,350.
Projection of the Total Municipal Operating Costs
Induced bv the Future Complex. The third step in the
method is to project the share of total expenditures
attributed to non-residential uses ($252,041) that
would be expected to be generated by the incoming
facility. The Lithonia Industrial Park consists of
thirty-three land parcels with a collective market value
of $32,302,217. To derive at the simple proportion of
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the total industrial complex's value to the
non-residential equalized real property value, the
market value of the entire complex is divided by the
total non-residential equalized real property value (see
Figure 4).
Because the industrial complex consists of a collec¬
tion of land parcels it is important to compare the
average real property value per parcel of the new indus¬
trial facility to the average non-residential real
property value. This ratio is computed by first
dividing the market value of the new facility by the
number of land parcels ($32,302,217 / 33 = $978,855),
and then dividing this average parcel value by the
average non-residential equalized real property value
($978,855 - $126,843). The average real property value
of the new non-residential facility is 7.7 times greater
than the average non-residential real property value.
This calculation is important because it offers an
estimate of the average parcel value in the industrial
park as it compares to the average non-residential
property value currently located within the city.
Figure 4 shows that portion of the facility value which
will be used to guage what the servicing costs of the
the new facility might be.
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Figure 4: Proportion of Facility's Value





Simple Proportion of Facility
Value to Total Non-Residential
Equalized Real Property Value OR 2.448
Source: Data compiled by writer.
Next, the PVM requires that one compute the ratio of
the real property value of the industrial park to the
average non-residential real property value. This is
necessary because the Lithonia Annexation Proposal is to
annex the entire industrial park as a single facility
and not by the individual parcels. The relationship is
derived by dividing the market value of the facility by
the average non-residential equalized real property
value ($32,302,217 / $126,843). The real property value
of the new non-residential facility is 254.6 times
greater than the average non-residential real property
value.
Thirdly, a refinement coefficient is selected. The
ratio 254.6, which is the real property value of the new
industrial park to the average non-residential real
property value, is located on the X (horizontal) axis.
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then the analyst must locate this value on the lower
band. Once the value is located, the refinement
coefficient .06 was found on the Y (vertical) axis,
horizontally opposite the intersection of the
relationship between valuation of properties (254.6) and
the lower band (see Figure 6).
Finally, this refinement coefficient is applied to
the simple proportion of value and total expenditures
attributable to non-residential uses. Thus, a percen¬
tage share of non-residential costs can now be assigned
to the new industrial complex (see Figure 5).





OR $252,041 X 2,448 X 06 =
Proportion of








Source; Data compiled by writer.
The calculation in figure 5 shows that in order to
determine the costs induced by the new facility, one
must multiply the expenditures attributed to non-resi¬
dential uses by the proportion of value between the new
facility and non-residential real property value and by
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Figure 6: Refinenent Coefficients (Incremental Non-
Residential to Average Uon-Residential
Property)
Source: Robert W. Burchell and David Listokin, eds..
The Fiscal Impact Handbook (New Brunswick: Center for
Urban Policy Research, 1980), p. 124.
Case Studies of Non-Residential Impact, Rutgers
University, Spring 1977.
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the refinement coefficient. Results show that the total
municipal expenditures induced by the new non-resi-
dential facility totals $37,019 out of the city's total
operating expenditures of $477,350.
Assign Non-Residential Facility Costs to Component
Service Categories. The fourth step in the method
projects the impact of the non-residential facility on
various local services. Those services provided by the
municipality that will be impacted upon by this type of
facility include public safety, general government,
environmental, and parks and recreation.
Table 5 below shows the distribution of aggregate
municipal costs with the kinds of services provided by
the City of Lithonia. The table lists each of the
service categories impacted upon by the facility, along
with the impact of each service given in percentage and
in dollar values.
To compute the figures listed in Table 5, the writer
took the portion of costs assigned to the facility (see
Figure 6) and distributed those costs amongst the
services according to the percentage of impact that the
facility has on each particular service. The percentage
impact upon the services was obtained through retro¬
spective case studies of non-residential facilities
elsewhere and tempered specifically for this study.
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TABLE 5




General Government 25 $ 9,254




Source: Patrick W. Beaton, The Zone of Emergency:
A Case Study of Plainfield. New Jersey (New Brunswick:
E. P. Dutton and Company, 1972), p. 105. See also
Patrick W. Beaton, Municipal Needs. Servicing and
Financing: Reading on Municipal Expenditures (New
Brunswick Center for Urban Policy Research, 1974), p.
141.
An analysis of Table 5 indicates that the highest
degree of impact will be placed upon public safety.
Case studies of industrial developments elsewhere
confirm this heavy impact placed upon public safety.
Industrial development primarily effects public safety
expenditures because they require regular vehicle
patrols and occasionally require site visits. In order
for the city to meet this increased demand, the city's
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budget will have to provide for the hiring of additional
patrolmen, the purchase of new equipment, uniforms, and
police cars. The next category of high impact is
general government. Included under this category are
administrative services, recorder's court, and other
services necessary for the maintenance of the general
government function. Also, included under this general
government category is on-site street lighting
services. Expenditures associated with environmental
services include public works, sidewalk repair, and
general maintenance of the city's streets and
properties. The other area of municipal service which
will be impacted minimally is parks and recreation.
This service involves the provision of municipal parks
and recreational activities.
Total Annual Public Revenue Resulting from the
Facility. The next step in the process was to project
annual revenues resulting from the annexation of the
Lithonia Industrial Park. In order to project revenues
resulting from the annexation, the writer examined all
of the revenue sources currently collected by the City
of Lithonia.
Assisted by city clerk Jan Stewart, the writer was
able to determine which revenue categories would be
significantly impacted by this annexation. Those
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sources of municipal revenue which would be impacted
included property taxes and utility franchise taxes.
Miscellaneous revenues include revenues received from
issuance of business licenses. The amount calculated
under miscellaneous for business licenses was computed
as represented by Table 6.
Table 6
ESTIMATE OF TOTAL REVENUES TO BE










Warehousing $100 X 27 $2,700
Building Materials 110 X 2 220
Office Supplies 70 X 1 70
Restaurant 65 X 1 65
Trucking (10
Trucks) 500* X 1 500
Petroleum Pro-
ducts 110 X 1 110
Total $3,665
*Cost of License is $50 per truck •
Source: Data compiled by writer.
Table 7 shows an estimate of total revenues to be
generated for the City of Lithonia. The real property
tax was computed by multiplying 40 percent of the total
market value of the incoming facility to get the
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assessment: value ($32,302,217 X .40 = $12,920,886).
This value was then multiplied by the city's millage
rate to get the property tax amount ($12,920,886 x .012
= $155,051). The utility franchise tax was estimated to
be 35 percent of the amount of real property tax
($155,051 X .35 = $54,268). This percentage (35 percent
of real property tax collected) was derived by the city
clerk, Jan Stewart, after carefully examining the rela¬
tionship between the amount of utility franchise pay¬
ments received by the city and the amount of real
property taxes collected over a number of years.
As indicated by Table 7, total taxes equal $209,319
while municipal miscellaneous charges are $3,665; total
municipal revenues are thus $212,984.
Table 7
ESTIMATE OF TOTAL REVENUES TO BE















Source: Data compiled by writer with the assistance
of City of Lithonia Clerk Jan Stewart.
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Calculate Cost Revenue Impact. The final step in
this method is to calculate the costs incurred versus
the revenues produced. To accomplish this, the writer
simply compared the estimate of revenues to be generated
to the expected costs to be incurred. Based on the
calculations, costs that will be incurred from annex¬
ation of the industrial park totaled $37,019 (see Table
5), while revenue produced as a result of the annexation
totaled $212,984. The net fiscal impact is derived by
subtracting total costs from total revenues; the net
fiscal impact is thus $175,965.
VII. CONCLUSION AND RECOMMENDATIONS
Conclusion.
The cost-revenue analysis of the annexation proposed
in Lithonia indicates that efforts to annex territory
and increase the city's revenue can be quite
beneficial. According to this analysis, the revenues
that may be generated from the industrial park will be
significantly greater than costs associated with
providing municipal services to the newly annexed area.
As a result of this analysis, annexation seems to be a
viable solution to the problem of limited revenues
facing Lithonia.
The proposed area which the city hopes to annex is
all industrial. This is important because most opposi¬
tion to annexation attempts come from residential
areas. The area is well served by roads and highways
and Lithonia Industrial Boulevard provides direct access
to Interstate 20 on the south and Stone Mountain-
Lithonia Road on the north.
After annexation, Lithonia would occupy a larger
portion of DeKalb County; therefore, the city would be
entitled to a larger percentage of any funds provided by
-73-
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the county. In addition, the city would increase its
revenue by the addition of tax dollars received from
businesses in the area that has been annexed. By the
same token, Lithonia would have to extend services to
this newly annexed territory. The analysis suggests an
increase in the revenue-cost ratio at first, but this
increase cannot be guaranteed over a longer period of
time.
The city's current operating budget is $477,350.
The annexation of this industrial park, according to
this analysis, would increase the city's current
operating budget by as much as 45 percent ($212,984),
while increasing the city's expenditures by only 8
percent ($37,019). This increase in tax dollars could
insure the financial integrity of Lithonia by
strengthening and broadening its tax base. The city
also needs to consider future costs of maintaining and
replacing infrastructure in this area.
Recommendations.
Proper organization for annexation emerged as a
problem for the previous administration. The major
reason for the failure of past efforts was the absence
of a plan through which a predetermined goal was
pursued.
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The success of the Lithonia Proposal hinges on the
effective planning and implementation of annexation
procedures. The writer recommends that the procedures
for annexation be followed carefully in order to avoid
the nullification of the annexation ordinance by a court
if the annexation is appealed. Also, the writer advises
city officials to form an annexation committee to work
full-time on the annexation efforts. In addition, a
more detailed study of the area to be annexed should be
performed to provide more specific data on the fiscal
impacts of annexation.
Despite the many problems which would be faced in
the process of extending the boundaries to encompass
this contiguous industrial area, it is this writer's
recommendation that annexation be implemented in the
near future. Lithonia is in the center of a rapidly
growing area in which the outlying portions contain more
than twice as much population as the central city.®®
This Lithonia area is growing at a rapid rate, and,
unless action is taken soon, the central city will
diminish in function and stature. The task of
®®Preliminary 1980 Census Data, U.S. Bureau of the
Census, National Decision Systems, Population-Facts-
Profile Report. 1981 (Washington, D.C.: Government
Printing Office, 1981), p. 72.
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annexation will be a difficult one but if the mayor,
council, and administrators firmly commit themselves to
this course of action, it can be successful.
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APPENDIX A
1980 CENSUS: NATIONAL DECISION SYSTEMS


















1989 PROJECTION 6,455 15,208 44,807
1984 ESTIMATE 5,454 12,765 37,133
1980 CENSUS 4,639 10,778 30,911
1970 CENSUS 2,543 5,673 15,189
GROWTH 70-80 82.43% 90.00% 103.50%
HOUSEHOLDS (HH)
1989 PROJECTION 2,394 5,586 15,869
1984 ESTIMATE 1,984 4,598 12,918
1980 CENSUS 1,658 3,814 10,581
1970 CENSUS 742 1,649 4,408
GROWTH 70-80 123.51% 131.26% 140.05%
POPULATION BY RACE 4,639 10,778 30,911
WHITE 63.70% 76.34% 83.77%
BLACK 35.96% 22.97% 15.06%
AMERICAN INDIAN 0.02% 0.21% 0.48%
ASIAN 0.25% 0.33% 0.44%
OTHER RACES 0.06% 0.16% 0.26%
SPANISH ORIGIN 0.56% 0.77% 0.92%
OCCUPIED UNITS 1,658 3,814 10,581
OWNER OCCUPIED 60.04% 63.87% 71.80%
RENTER OCCUPIED 39.96% 36.13% 28.20%
1980 PERSONS/HH 2.79 2.81 2.91
UNITS AT ADDRESS/YEAR 1,746 4,035 11,134
SINGLE UNITS 67.03% 72.09% 78.22%
2 TO 9 UNITS 11.69% 11.61% 9.05%
10+ UNITS 5.97% 6.20% 4.42%
MOBILE HOMES 15.31% 10.10% 8.32%
SINGLE/MULTI UNIT RATIO 3.80 4.05 5.81
1979 AVERAGE HH INCOME $14,891 $19,590 $23,017
1979 MEDIAN HH INCOME $12,777 $17,458 $21,097
1984 EST. AVG. HH INCOME $20,367 $29,771 $34,820
1984 EST. MED. HH INCOME $18,165 $26,844 $31,955







WHEREAS, THE MAYOR AND COUNCIL OF THE CITY OF LITHONIA met
at a special called meeting on February 1, 1986, to
consider the need to amend the City Charter to change
the area served by the City of Lithonia and for other
purposes,
NOW THEREFORE BE IT RESOLVED that the Clerk is instructed to
insert the appropriate notice of intention to introduce
local legislation to amend the City Charter so as to
change the city limits of the City of Lithonia in both
the Li''honia Observer and the DeKalb News Era
newspapers, and
FURTHER RESOLVED that the City shall amend its ordinances so
I
as to permit the continuation of any businesses in the
newly incorporated area under the existing DeKalb County
zoning usages, and
FURTHER RESOLVED that the City Attorney prepare the
appropriate legal description and bill for submission to
the state legislators sponsoring the local legislation
-to-change-the Lithonia City Limits, which amendment





FURTHER RESOLVED that the area to be included in the Lithonia
corporate limits shall be as follows: all that tract
or parcel of land lying and being in the 16th District of
DeKalb County, Georgia and being all of land lots 104,
105, 119, 120, 121, 122, 123, 134, 138, 155, 166, 167,
184, 185, 186, and 187 and the remainder of the land
lots lying outside of the current city limits
consisting of a portion of land lots 135, 136, 137,
152, 153, 168, and 169.
The Mayor and Council unanimously adopt this resolution and
urge the DeKalb County Commission to approve th* proposal to
ctiange the city limits of the City of Lithonia and further
solicit its support in obtaining the passage of the
legislation in the General Assembly.
Adopted by the Council of the City oft' Lthonla this 1st Day
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